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The Honorable William P. Clark
* Assistant to the President for
National Security Affairs

SUBJECT: - Soviet Gas Turbines

1. The front-page story in the Washington Post this morning indicates
that the present decision to maintain sanctions has caused-the Soviets to
undertake a program to build their own turbines and that this will deprive
Western turbine manufacturers of a large amount of business over the next
several years.

2. The truth is that the Soviets, in 1980, launched a major project
g to expand production of turbines. Their annourcement showed that making
their own turbines will cause resources and expertise to be taken away
from the shipbuilding and aiqcraft industries.

3. A recent edition of Pravda announced that the testing of the new
turbine in the Soviet Union has just begun. Our experts say that the program
has run into technical difficulties but is nonetheless going forward. .

4. Also according to our experts, the Russians have never seriously
considered purchase of 130 compressor stations for domestic pipelines from
the Europeans. European executives should not have had any reason to expect
this business. 4 A

‘5. This suggests that the story in today's Post is designed to put
pressure on the US by exaggerating the damage our policies will cause the.

European business community. : //
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By Dusko Doder . ~ %; " rope will have an jmpact well beyond .
| Wasningion Post Forelgn Service ~.5 .- the controversial _pipeline _ being

MOSCDW, ‘Jane 29—The Soviet : planned Yo carry natural gas to-the”
~ion hds~décided “to_produce its . ©:West. But it was unclear here wheth- }
vn Jargl compressor stations for e
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ns_ for | “er the Soviéts were developing théir *
e domejstic gas pipelines scheduled : - own turbine in an.effort‘to pressure 2
; be built this decade; thus ending : * West Européan governmerits to seek's
12 expectations of ‘Western Euro: ‘4 réversal of Reagan’s'embarga; 7527
2an companies for mote ‘than $10 ;2.2 The Siberia-Western Europe pipe: i
Mion in -contracts, according: to! < line -and the’ five "companion pipe- "
;estern businessmen here. [y < it Flines serving Western. sections of Eu-
The disclosure suggested that the ; “ropean ‘Russia® and Eastern “Europe }
‘cagan gdministration’s decision o'

an Moscow’s_purchase of U.S. oil-
ad ges pquipment and similar ma-
nade, under license’.in-Eu-
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“the ‘decade’, Apart:from* securing &
urces of hard currency-~the ;
objective 'of the.export pipe-
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jve ther. trunk Tines are . tracted to ‘build 42 compressor sta-
.- . : : . : compressor sta- "
‘gned tq increase the use of plen- > :tions"-on ‘the -export . piI;)JeIine' .and

were expecting:to supply equipment .
for 130 compressor stations on the
. five domestic pipelines.© —1 -.5- -
A--But a Western European - busi-
nessman with - long -experience in-
pipeline equipment exports to Mos-
cow said he was advised that the So- . -
- viet government would “build - the ’
; " large 25-megawatt turbines for pipe- !
4
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. offset 1ising oil consumption. = s
“he repprted Soviet decision to .
duce new large furbines does not -
st the dontracts signed by Euro- -
n firms|participating in the con-
:ction of the 3,500-mile pipeline -
e Westl The Soviets, who expect -
nake ropghly, $8 billion annually

2 these sales to Western Europe, ; -:line stdtions such as the ;
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t their gbligation. =7eLiz - &
ccording “to " Westérn_ business-
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. here, | their. firms "have’ ‘co
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i+ i This meant, he said, that the ex-" '
: pected Soviét contracts for the con-~

¥ tFuction :of T30 compressor stations for the five .
i triink pipélines would not materialize.- -* \ -

The Resgan administration’s sanctions primar- .
‘affect European:companies manufacturing gas .
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rbine ‘bladeg ‘under-license to General: Electric.

he biades, até seen’ as essential for compressing
' at stations along the pipeliriesThe largest So- 3

st turbines currently-operating.aré at half,thel
pacity of the GE 25-megawatt model BT Ar Ry
‘The firms affected are AEG of West Germany, *
e Italian state-owned Nuovo Pignone, Alsthom-:
tlantique of France and John Brown and Co., a
ritish engineering firm. *. 7 - . . G, 0 o -
Business'sources here said that the Soviets® de- *
ision to produce a new generation of turbines wag, §
Ven recently. Two and possibly: four protype ;
odels are already being tested in Leningrad: -~ -
The government news agency Tass said recent- -
that the Soviet 25-megawatt turbines developed -
! by ecademician Igor Glebov are 1.5 times more *
; efficient than the GE turbine,: =, - R
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-" ~ ¢ interests in the United States,
*+-1-Reagan's decision to

- thical” and bave voiced fears
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pity of Soviet citizens to ;make overseas calls.
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Y = Westeri biisinessmen here, who would riot be]
;dentified for fear of harming their companies’ |
have been angry at.
force sanctions retroactively.:

. ve called Reagan's move “downright un:
e P 3 fes thet the Americans
' '[': would “ruin ouir chiances” ini the Soviet market for |
. Fmany years, “E e, T e T A
T TzeySovieta‘fare reported to’ have warned the
¥ "Western ‘companies that if they fail to meet their
{“contractual obligations on:the export pxpghne,-
* ¥ ‘they would have to pay enormous penalties. <---
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~ 'L }2I: A genior Soviet official told Western reporters

. the export pipeline would be com-
*pleted ‘o schedule ‘despite the American action.
¥ Obsetvers here believed that the Soviets would
" V' live up to théir word because this has’ become a
“§2matter of prestige as well as:of hard currency. To
* 1Y do" so,.however, the Soviets’ m&y‘h.ave to delay
i ¥ their other projects, including possibly the con-
- ¥ struction of the domestic pipelines, and may dis-
_ % rupt their energy program. . .. 2 i
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Y33 While other firms supplying U.S.-designed tur-

! bines rely on Ametican delivery of rotors, the .
i French firm of Alsthom Atlantique can make it
“itself under license. The company could theoret< ™
ically supply Soviet needs, but it would have to-
build a new plant. "7z - 7o T S
© " Business ‘sources here said -the Soviets and'.
West Europeans could possibly jointly produce .

-1 the turbines. Such a move would depend on po-
. ¥~ litical decisions here and in Western Europe. © ™~

... But as one businessman put it, at the moment ;
“*we are being told clearly to forget it.” The Soviets <
appear intent to cut Western firms out of energy”
- In a perhaps related move, Western diplomatic
sources reported tonight that Moscow has told.”
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. ?,projects and develop Soviet technology, he added. --
1
1

- §.several Western ‘European governménts. that it -
=} "plans to reduce telephone links with Western E?'

 rope beginning Thursday.” ;2 -* -
%.5The move could affect’ business connections’ |
_between -the: Soviet Union and the West. There
was also speculation here that it would reduce the_|
" ability: of Soviet emigres in the West to-contact +
their relatives and friends here as.well as the abil-
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; ‘According to diplomats, lines'with West Ger-

many would be reduced from 42 to 16 and lines

with Britain from 46 to 14, Also to be cut are lines |
‘to Aus.ria, Italy, France, Belgium, the Nether-
'lands and” Scandinavia. It was not immediately
1. clear whether lines to the United States are going
‘to'be affected by cuta. o - Lo Y Le
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